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Croes the lecal unit have a positive fund balance in all of its unreserved fund balances/unrestricted nel assels?
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Were the lcal unit's actual expendiures within the amounts authonized in the budget?

Is this unit in compliance with the Uniform Chark of Accounts [ssued by the Department of Treasury?
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5. Did the tocal unit adopt a budge! for all required funds?

6, Was apublic hearing on the budget held in accordance with State statute?
¥

Is the tocat unit in compliance with the Revised Municipal Finance Act, an order issued under the Emergency Munidpal Loan Act,
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2, Has the local it distritated tax revenues, that were collected for another taxing unit, timely as required by the generat
propaerty tax act?

2 Do all deposhis/investrments comply with statutary requirements including the adoption of aninvestment policy?
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INDEPENDENT AUDITOR'S REPORT

Bopard of Commissioners
Tuscola Counly Road Gomimisston
Caro, Michigan 48723

We have audited the accompanying financial staterments of the Tuscola County Road Commission, Caro,

Michigan, a component unit of the County of Tuscola, as of and for the year ended December 31, 2007, as
listed in the Table of Caontents. These financial staterments are the responsibilily of the Tuscola County Road

Comrission's managemeni Cur rasponsibility is {0 express an opinfan on these financial statements based
o T audtt .

We qm‘qducted our audit in accordance wih United States generally accepted auditing standards and the

standards applicatle fo finanglal audiis contained in Government Auditing Standards issued by the
Comptrofler Generat of the United States. Those standards require that we plan and perform the audit {o
obtaln reasonable assurance about whether the financial staternents are free of material misstatement. An
audi also includes examining, on & fest basis, evidencs supporting the amounts and disclosures in the
financial statermants. -An audit 2lso includes assessing the accounting principles used and signfficant

estimates made by managemeant, as wall as evaluating the-overall financial siatement presentation. We
belleve ihat our audit provides & ressoneble basis for our opinion. L

In our opinion, the' mmponant unit financlal stafements referred fo above presani faity, I all material
respects, the financial position of the Tuscola County Road Commission, Caro, Michigan, as of December

31, 2007, and for the year then ended in conformity with generally accepted accounting principlés.

The management's discussion and analysis on pages 1 through Vit and budgetary cormparison iiformation
on pages 18 & 19 arenot a required part of the basic financlal statements but are supplementary information
required by the Governmental Accounting Standards Board. We have applied certain limited procedurés,
which consisted principally of inquires of management regarding e methods of measurement and
presentation of the required supplementary [nformaimn - Howsver, we did not audit the information and

express no opinjon it.

ow audit was conducted for the purpose of forming an opinion on the financlal staternents that c:u[!ectu.re'ly

mmprlse the Tuscola County Read Commissions’ basic finantial statements. The additions! inforrnation on
pages 20-through 26 is presented for the purposes of additonal infarmahon and has heen subjected to the

auditing procedures -
G-Jm-*"!’-akw tQoan, BE,

ANDERSON, TUGKEY, BERNHARDT & DORAN, P.C.
CERTIFIED PUBLIC ACCOUNTANTS

Ofice locationg b Cara, -

Cuss City & bMartlette



TUSCOLA COUNTY ROAD COMMISSION
MANAGEMENT?S DISCUSSION & ANALYSIS
Year Ending December 31, 20007

Using this Annual Report

The Tuscola County Road Commission’s discussion and analysis i3 designed to: {a) assist
the reader in focusing on significant financial issues; (b} provide an overview of the Road
Commission’s Tinancial activily: (¢} identify changes in the Road Commission’s financial
position {its ability to address the next and subsequent year challenges); (d) identify any
material deviations from the approved budget; and {c) identify any issues or concemns.

Reporling ithe Road Comimission as 8 Whole

The Statcment of Net Assets and the Statement of Activities report information about the
Road Commission as a whole and about its activities m a way thal helps answer the
guestion whether the Road Commission, as & whole, is better off or worse off as a resuit
of the year's activities. These statements include all assets and liabililics using the
accrual basis of accounting, which is similar 10 the accounting method used by most
private-sector companies, All of the year’s revenues and expenscs are taken into account
regardiess of when cash is received or paid.

The two statements mentioned above, report the Road Commission's net assets and the
changes in them, The reader can think of the Road Commission’s nct asseis {the
difference belween assets and liahilities) as one way lo measure the Road Commission’s
financial health or financial position. Over time, increases or decicases in the Road
Commission’s net assets are one indicator of whether its financial health is improving or
detertorating.

Reporting the Road Commission’s Major Pund

Our analysis of the Road Commission’s major fund begins on page 2. The fund financial
statements begin on page 3 and provide detailed information about the major fund. The
Road Commission currently has only one fund, the General Operations [und, in which all
of the Rowd Commission’s activities are accounted. The General Operations Fund is a
governmental fund type.

Governmental Tunds focus on how money flows into and out of this fund and the
balances left at year end that are available for spending. This fund is reported using an
acconnting methed called modified accrual accounting, which measures cash and all
other financial assets that can readily be converied {0 cash. The governmental fund
staternents provide a detailed shori-term view of the Road Commission’s general
governmental operations and the basic service it provides. Governmental fund
information hclps the reader to deicimine whethoer there are more or fewer financiai
resources that can be spent in the near future to finance the Road Commission's serviccs.



We describe the relationship {or differences} between governmental activities (reported in
the Statement of Ned Assels and he Statement of Activities) and the governmenital fund
in a reconcibation following the fund financial statemenis.

The Road Commission as 3 Whole

The Road Commission’s net assets increased by 7.28% from 369,271,127 to $74,312 435
for the year ended December 31, 2007, The nct assets and change in net assels are
sumnarized bolow,

Unrestricted net assets, the part of net assets that can be used io finance day-1o-day
operations without constraints established by debt covenants, enabling fegislation or other
legal requircments, increased $4,503,348. Resiricied net assels, those restricted mainly
for Act 51 purposes, increased $537,960. The primary reason for the increasc in
unrestricled nel assets was an increase of the Road Commission’s Capital Azsets by
6.4G% for the year 2007 compared to 2006,

Net assets as of year ended December 31, 2007 follows:

2007 2008 Variance o
Currant and Other Assels F B399655 3 4986822 § 412 833 8%
Capital Assats 70,428,808 66,154,186 4.272.8610 6%
Total Assets § 758284681 § 71141048 § 4,685,443 9%
Lang-Term Debt Quistanding - 50,000 (50,000 -100%
{thar Liabilities 1,514,026 1.819.881 (305, B85) -17%
Total Ligkilithes 1,514,026 1,869 5881 {355,8685) -19%
Mat Assets
Invasted in Capital Assats
Mat of Debt 70,426 806 &8,1584 196 4,272,610 &%
Festrictad 1,630,506 1,092,546 537,060 49%
Unrestricted 2255133 2,024 385 230,738 118
Total Mot Assets 4,312,435 89,271,127 5041 3808 7%

Total Met Assels & Liabilitias $ 75825461 F 71,141,018 § 46885443

I



A summary of changes in net assets for the year ended December 31, 2007 fotlows:

Coremnend  Cowermnenid Favcrabie

Activities Activities (Urfavorable)  Varenae
2007 2006 Varlamce %
HogramBPavenue
Federd Grarts $24693 8 20428 § 41,707 XPo
StateGraris 7715574 6,947,444 68,130 11%
Cortibutions Fombeoca Units 1508,910 2513288 {603,378} 2%
Irvestrrent Eamings 81,32 42,801 36,531 20778
Generd Revene:
Taes 1582376 1,487,517 188 2o
Wiscd lareous 41,708 4,554 37,115 808%
Sahage Sales 8854 9,396 (542) £%
Gan on Ecupment Disposs 3786 0,106 (56,310) -M%e
TOTAL BEVENLES $13770872 13,139,431 631,441 5%
rogrambBpersss:
Prirery Foed WaNierene 1071,477 870,178 aH, 20 23
Loca Roed Maidierance 256,85 2,235,932 24383 11%
State Trunidine bpemse 1484914 1,007,556 477,358 4%
Net Eprioment Expense 3251,A3 3,414,385 {162,682) -5%
Net Administratve Baoarse 381,645 573540 g19‘i|%2 -a3ve
TOTAL EXPENDITURES 879,554 8,161,680 567,974 %
Icreas {Decreae) inhet Asals $50413B 3 4977841 $ 63,467 1%

The Road Commigsion's Fund

The Road Comimission's General Opcerations Pund is used 1o control the expenditures of
Michigan Transportation Pund monies distribuied 0 the county which are earmarked by
law for road and highway purposes.

For the year ended Deeember 21, 2007, the fund balance of the General Operations Fund
increased $055,165 as compared to an increase of $140,050 in the fund balance for the
year ended December 3], 20066, Total revenues were $13,707,820, an increase of
$668,337 as compared to last year. This change in revenues resuitcd mainly from an
increase in Federal Aid funded projects.

I



Total expenditures were $13,052,654, an increase of $153,221 as compared to last year.
Increased expenses included expenses associated with Federal Aid funded projects.

Budeeatary Highiighis

Prior to the beginning of any year, the Road Commission’s budget is compiled based
rpon certain assumptions and facts avaiiable at that time. During the year, the Road
Commisston Board acts to amend its budget to reflect changes in these original
assurnptions, facts and/or economic conditions that were unknown at the time the original
budget was completed.

The final revenue budget for 2007 was lower than the original budget by $1,164,100.
This was due to the Chambers Road Bridge Pederal Aid Project that was first anticipated
to be funded in 2007. The funding for this project should be completed in 2008,

Road Commissgion final expenditores budget for 2007 was also lower than the original
budget by $1,727,000, This was due to the lower expensc as related to the Chambers
Road Bridge Federal Aid Project originally planned for 2007, As with the revenue, the
expenses should be incuired during year 2008, Atiso, heavy mainlenance conducicd on
the local road systern decreased in 2007.

IV



Revenues:
Maotor Vahicle Highway Funds
State Trunkling Bavenua
FedearaliState Funds:
Snow Emergenay Funds
Frimary Roads
Local Roads
Primary Boads Bridges
Local Raads Bridyos
County Haisad Funds:
Frimary Road Millage
Local Rpad Bridge Millage
Township Contributions
Gther Contributions
Other Havenuas:
Interest Earned
Equipimant Rentals
Gain (Loss) on Disposal of Eguipiment
Deprogiation & Daplation Cradits
Equipment Retiremants
Salvage Sales
TOTAL REVENUES

Expsntitures:
Frirnary Roads Construction
Primary Boads Haavy Maintenance
Fiimary Roads RBoutineg Maintenance
Local Roads Construction
Local Roads Heavy Mainteniance
Logal Rpads Routine Maintanance
Primary Structures Heavy Maintenancs

Primary Siructures Rowtine Maintenance

Local Structures Heavy Maintenance
Loral Stuctures Routine Maintanancs
State Trunkling Expense
Equipmeant Expensa-Diract
Equipmeant Expense-lndirect
Equipimant Expenss-Operating
Administrative Expanse
Capital Culiay
MOOT - Audit Adiustment

TOTAL EXPENDITURES

2007 2007
Crriginal Final
Burdget Budget

5,600,000 $5.500,000

1,200,000 1,500,000
1,312,500 1,287,500
1,600,000 1,507,000
1,892,500 -
361,000 525,000
820,000 850,600
480,000 480,040
2,500,000 2,000,000
88,400 80,400
30,000 40,000
2,200,000 2,300,000
26,300 25,300
400,000 450,000
10,000 10,00
10,000 10,000
17,808,300 16,845,200
2,565,000 2,624,000
1,200,000 1,063,000
4 800,000 4,200,000
2,400,008 2,318,000
1,420,000 211,000
10,00 10,000
1,168,000 1,038,600
30,000 30,000
1,206,000 1,500,400
1,280,000 1,300,000
800,000 560,000
400,000 450,000
§30,000 600,000
208,150 208,150

17,829,150 18,1062 150



Capital Assels

As of December 31, 2007, the Road Commussion had $112,704,11( invesied in capital

assets as follows:

Capital Assets Not Being Depreciated: 2007 2008 Varfanca
fand and Land Impeovernents $28,461,214 25,771,356 2888859
Other Capital Assetls:
Ceplateabla Assols 282717 282,717 -
Buildings 2,003,850 2,308,183 {304,533}
Bridges 20,756,417 19,452,389 1,306,028
Foads 56,231,120 52220380 4.010,760
Signals & Guardrails 347,340 317,408 29,934
Road Equipient 4173335 4,167,924 5411
Shop Equipment 85,855 145,558 {58,704}
Enginears Equipment 30,747 56,775 (26,028}
Office Equipment and Furniture 378,715 344,835 {16,123}
Total Capital Assets at Historic Cost 112,704,910 105,087,503 7,838,607
Total Accumulated Depreciation 42277304 38,813,347 3,383,887

Curreni year's major additions included the following:

Trucks/Equipmont § (95441}
Buildings {304,533)
Roads 4,010,760
Bridges 1,306,028
Land improvements 2,680 859
Signals & guardrails 29,934

Debt

The Road Commission currently cxperiences a debl free status. In 2004, a pravel pit was
purchased for approximately $200,000. The final instaliment purchase agreement was
axecuted in 2007 leaving a current baiance of 30,

VI



Economic Fuctors and Nexi Year's Budget

The Board of County Road Commissioncrs considered many factors when setting the
{iscal year 2008 budget, One of the factors was Federal Aid londing, Federal Aid
funding wili include such projects as 4.03 miles of Dodge Road, 1.31 miles of [urds
Corner Road, and the Chambers Road Bridge.

The Board realizes, and the reader should understand, that there are not sulficient funds
availuble to repair and/or rebuild every road in Tuscola County's transportation system.
Therefore, the Board attempts to spend the public’s money wisely and equitably, and in
the best interest of the motering public and the cilizens of Tuscola County.

Contacting the Road Commission’s Financial Managcment

This [inancial report is designed 10 provide the motoring public, citizens and other
interested partics 2 general overview of the Road Commission’s finances and 10 show the
Road Commission’s accountability for the money it receives. If you have any questions
about this report or need additional financial information, contact the Tuscola County
Road Cormmission administrative offices at (989) 673-2128.

VIl
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TUSCOLA COUNTY ROAD COMMISSION

STATEMENT OF NET ASSETS

ASSETS

Cash & cash eguivalents
Accounts receivable

Invenkary

Prepait insurance

Dafarrad expansg

Capital assets

Less accumulated depreciation

Restricted assets:
Cash & cash equivalenis
Taxes receivable

TOTAL ASSETS

LiABU ITIES

Current Liabilities.
Acocounis payable
Accrued liabilities
Defarred expensa
Township advances
Advance - State of Michigan
Land sontract payable

MNoncurrent Liabilities:
Land conlract payable
Accrued sick pay

Total Lizhilities
NET ASSETS
Investrnent in capital fixed assets
net of related debt

Eestgnated for tridgefrcad construction
Undesignated

Total MNet Assets

TOTAL LIABHITIES & NET ASSETS

The accompanying nolas are annlegral part of the finacial statemoniz.

GOVERNMENTAL ACTIVITIES

DECEMBER 31,
2007 2006

$ 25773 $ 139,606
1,779,941 1,784,532
308,720 361,043
104,983 99,377

. 9,957
192,704,11C 105,067,503
(42,277,304} (38,913,307}
1,630,506 1,092,546
1,562,723 1,499,671

$ 75,839,452

3 71,141,678

% 1,932.107 $ 1,474,080
106,051 84,426
12,962
14,105 27,882
247 6508 218,787
- 50.000
14,255 14,736
1,527,018 1,869,891
70,426 806 66,154,198
1,630,506 1,082 546
2,255,123 2,024,385
74,312 435 63,271,127

$ 75838453

§ 71,141,018



TUSCOLA COUNTY ROAD COMMISSION

Program Expenses
Primary Read Maintenance
Local Road Maintenance
State Trunkline
Mgt Equipment Expense
Mat Administrativae Expense

Tota! Prograrn Expenses
Frogram Revenue
Federal Grants
State Grants
Contributions From Local Units
Investment Earnings
Total Program Revenue
et Program Revenuse
Genaral Revenue
Froperty Taxes
Mistellzneous
Salvage Sales
Gain on Equipment Disposal
Total General Revenue
Change in MNet Assets
MNet Assels Beginning of Year

ilet Assets End of Year

STATEMENT OF ACTIVITIES

The accompanying noles are an integral part of the Thancial stalemends.

2

DECEMEER 31,
2007 2006

¥ 1.071.476 $ 870,178
2,539,825 2,285,032
1,484,914 1,007,555
3,251,704 3414385
381,645 573,540
B.728,564 8,161,580
2,491,185 2,074,288
7,710,381 8,847 444
1,908,810 2,513,288
81,332 42,801
12,192,808 11,577,819
3,463,245 3,418,229
1,823,705 1,487,517
41,709 4,584
8854 9,386
3,785 60,105
1,578,063 1,061.812
5,041,308 4 977 841
68,271,127 64,293,286
$ 74,312,435 $68.271,127



TUSGCOLA COUNTY ROAD COMMISSION

BALANCE SHEET

ASSETS

Cash & cash equivalenis
Accounts receivable
Inventory
Prapaid fhisurance
Daferrad expense
Resiricted asseis:

Cash & cash eguivalants

Taxas raceivable

TOTAL ASSETS

LIABILITIES & FUND EGUITY
Liabilities:

Accounts payable

Accrued hiabilittes

Deferred expaniss

Township advances

Advance - State of Michigan

Pavyable from restricted assels:
Deferred revenus

Total Liabilities
Fund Equity:
Investment in general fixed asseis
Fund halance:
Designated for bridgefroad consbruchen
Undesignatad
Total Fund Eguity

TOTAL LIABILITIES AND FUND EQUITY

The accontpanying notes are an inlegral parl of ne Manrclal slatements,

GOVERNMENTAL FUND TYPE

GENERAL OPERATING FUND
DECEMBER 31,
2007 2006
3 25,773 % 139 685
1,779,944 1,784 532
308,720 361,043
164,983 98 377
9,957
1,630,506 1,092 548
1,562,723 1,498,671
5 5412 548 . 4,986,822
3 1,432,107 S 1,474,068
106,051 84,426
12,9492

14,105 27,882
247 508 218,787
1,562 723 1,489,671
3,073,485 3,304 826
1,630,505 1,092,546
706,655 588,540
2,337,181 1.681,9896

§ 5412646 $ 4,986,822




TUSGOLA COUNTY ROAD COMMISSION

RECONCILIATICN OF THE GOVERNMENTAL FUNDS
BALANCE SHEET TO THE STATEMENT OF NET ASSETS

Total Fund Balances - Governmental Funds

Amounts repored for governmental activittas in the stalement of
hat assets are different because;

Capital assets used in governmental aciiviiles are not
financial resources and are not reporied in the funds
The cosi of the capital assets is:
Accumulated depreciation is:

Long term liahilities are not due and payable in the current
period and are net reported in the funds

Deferred revenus

Land conkract payable

Sick pay payable

Mat Assets of Governmental Activitios

The accompanying notas ara an Integral part of $he linancke! stataments,

DECEMBER 31,
2007 2006

$ 2,337,161 $ 1,681,996

112,704,710 105,087,503

{42,277,304) (38,913,307}

1,562,723 1,499,671

{50,000

{14,255} {14,736)

$ 74,312,435 $69.271,127




TUSCOLA COUNTY ROAD COMMISSION

AND CHANGE IN FUND BALANCE
GENERAL OPERATING FUND

COMBINED STATEMENT OF REVENUE, EXPENDITURES,

GENERAL CPERATING FUND
YEAR ENEDED EECEMBER 21,
2007 2006
REVEMNUE:
Siate Funds:
Wotor vehicle highway funds 3 5,582,518 5,617,302
State runkiine revenue 1,484,914 1,007 555
State aid 542,950 322,087
Federal funds:
Secondary 2,491 185 2074286
County raised funds,
Townshig confribulions 1,908,910 2,513,288
Other contnbulions - -
Praperly taxes 1,480,653 1,387,569
Other revenue:
Wiscellanaous 41,708 4 594
Interest earned 81,332 42 801
Salvage sales 8,864 9,396
Gain {logs} Equipment Disposal 3,785 0,105
TOTAL REVEMNUE 13,707 B20 13,009 483
EXPENDITURES;
Primary heavy maintenance 2,408,247 3,200,044
Primary routine maintenance 1,059 8652 vz 416
Local heavy maintenance 4,322 306 4020212
Local routine maintenance 2,505 0BY 2,289 888
Primary struclures heavy mainienance 209,844 144 282
Primary struclures routine mainkenance 11.615 762
Local structures heavy maihlenance 1,096, 184 722 410
Local structures routine maintenance 34,738 3,044
State irunkiing malnfanance and non-maintenanca 1,484 914 1,007,555
Equipment expense - net {123,892} 308,464
Adrminisirative expense 382 126 574,016
Capital outlay - net {338,376) {252 660}
TOTAL EXPENDITURES 13,052 654 12,835 433
EXCESS OF REVENUE OVER (UNMBER) EXPENDITURES 655,166 140 056
FUND BALANCE - JAMUARY 1 1,681 485 1,541,846
FUND BALANCE - DECEWBER 31 3 _ 233711 1,681,986

The accompanylng notes aa an Intagsal part of the linanclal slatements.




TUSCOLA COUNTY ROAD COMMISSION
RECONCILIATION OF GOVERNMENTAL FUNDS STATEMENT OF
REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
TO THE STATEMENT OF ACTIVITIES

DECEMBER 31,

2007 2008
Total net change In fund balances--governmental funds § 655188 § 140,050
Amounts raportad for govammeantzl activities in the slatamant of achvities are
differant hocausa:
Capital outlays are reported in govemmental flunds as expendiures, Howaver,
ir the statement of aclivities, the cost of these assets are allacated over ther
useful lives as depraciation. This is the amount By which capttal outlays excaeded
deprecialion in the current period, Equipient reliramant is racordad a5 an expenditurs
cradit in governmeantal fungs, but not recordad as an expense In le statement of aclivilies:
Equipmeant retiramenls {102,024} (19,965)
Papraciation {3, 788,082) (3,534,972}
Irfrastruciure 8,036,581 8,055,948
Capilal outlay 126,139 237,356
Loan proceeds provide cunrent linancial resources o govarnmental funds, but srdering inte loan
agresrments moressaes long-term babililies in the statement of Met Assets, Repaymeant on notes
payable i= an gxpenditure in governmental funds, but reduces tha long-teom llabilttes in e
stztement of Mat Assals 80,000 50,000
Met increass in acerued revenue - Praparty Tax
End of Year 1,562,723 1498671
Beginning of Year {1,45958.671) {1.399,723)
Slck pay s reportad on the accrual method in the stalerment of
activities, and recorded as an expendiiure whon financial resources are used in
lhe governrental funds:
Sick pay payable at the beginning of the year 14,736 15,212
Sick pay payable at the end of the yaar 14,2554 {14, 736§
Change In net assats of gavernmental activitles & 5,041,308 34,877,841

The accampanying noles are zn inlegral pad of ke knasclsl stataments,



TUSCGOLA COUNTY ROAD COMMISSION
NOTES 7O THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 1 =SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Tha accounting policies of the Tuscols County Road Commission confarm to accouniing principles generatly accepted
i the United States of America {GAAP) as applicable to governmental units, The following is a summary of lhe
sighificant accounting policies used by the Tuscola County Road Commission.

Effective January 1, 2003, the Road Comvnission implemantad the provisions of GAEB Staternent No. 34 (GASEB 34},
Easic Financial Statements — and Management's Discussion and Analysis — for Sfale and Local Governments. Certain
significant changss In the siatements include e following,

A management Discussion and Analysis {(MD&A} section providing an analysis of the Road Commission's overall
financial position and resulls of operations has been included in the financtal statements.

Financizl statements prepared using fult accrual acceunting for all of the Road Commission's activities, including
infrastructure {roads, bridges, ate.).

A change in the fund financizl statemants to fecus on major funds.

These and other changes are reflected in the accompanying financial siatemants {including the notes to the financkal
statements),

REPORTING ENTITY:

The Tuscola Counly Road Commission, established pursuant o the County Road Law (MCL 224.1),
is governad by a 3 member Board of County Road Commissioners. The Road Commission may not
issue debt without the County's approval and proparly tax levies are subjsct to Counly Board of
Commissionars' approval,

The criteria established by the Governmental Accounting Stendards Board (GASE) Stafemnent Mo, 14
"The Financizl Reporting Entity” for determintng the reporting entity ineludes oversight responsibilily,
fiscal dependency and whethar the financial statemants would ba misleading if the coemponent unit
data wera not includsd. Based on the above criteria, these financial stalements pragsent the Tuscola
County Road Commission, a discretely presented component unit of Tuscola Counly,

The Roat Comnission Operating Fund is used to contral the expenditures of Michigan Transportation
Fund manies distributed to the County, which are earmarked by law for street and highway purposes.
The Board of Counly Road Commissioners i respoensible for the administration of the Road
Commirssion Operating Fund.

GOVERNMENT-WIDE ANO FUND FINANCIAL STATEMENTS:

The government-wide financial staternents (i e, the Staterment of Met Assets and the Statement of
Activities) raport information on all of the activities of the Tuscola County Road Caommission. There
is anly one fund reported in the government-wida financial statemenis.

The Statement of MNet Assets presents the Road Commission’s assets and lkabilities with the
difference being reported as either invested in capital assets, net of related dabt, or restrictad nat
assels.

The Statemeant of Activities demonsirates the degree to which the direct expenses of a given funclion
or segnent are offset by program revenues, Direct expenses are those that are clearly identifiable
with a specific fuachion ar segmeant.



TUSCOLA COUNTY ROAD COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLIGIES. {Continued}:

SOVERNMENT -WIDE AND FUND FINANCIAL STATEMENTS, {(Contihued):

Program revenuss include 1} charges to custorners or applicants who purchase, use, or directly
benefit from goods, services, or privileges provided by a given function ar segment; and 2} grants and
contributions that are restricied to meeting the cperationsl or cagita! requirements of a parficular
functicn or segment. Taxes and other items not properly included among program revenues are

reported instead as general revenue.

Separate financial statemnents are provided for the Operating Fund {governmental fund), The
Operating Fund is an independent fiscal and aceounting entity with a self-balancing set of accounts.
Fund accounting segregates funds according to their intended purpose and is used to aid
management in demonsirating compliance with finance-related legal and contracival provisions.
Major individual governmental funds are reported as separate columns in e fund financia)

statements,

MEASUREMENT FOCLUS. BASIS OF ACCOUNTING AND FINANCIAL STATEMENT
PRESENTATICON:

The government-wide financial statements ave raparted using the economic resources measurerment
focus and the accrual basis of accounting, Revenues are recorded when eamned and expenses are
recorded when a liablity is incurred, regardless of the liming of related cash flows. Propeny taxes are
recognized as revenues in the year for which they are levied. Granis and similar lems are recognized

as revanue as soon as all eligibility requirements imposed by the provider have baen met.

Governmantal fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of acoounting. Revenue is recognized as soon as
it is both measurable and available. Revenus is considerad to be available when they are collected
within the current pericd ar soon encugh thereafler fo pay liabilifies of the current period. For this
prrpose, the government considers revenues to be available if they are collected within 60 days of e
end of tha current fistal period. Expenditures generally ave recorded whean a liability is ncurred, as
under accrual accounking. Howsver, debt service expenditures, as wall as expendliures ralaled to

compensated absences and claims and judgments, are recordsd only when payment is dus.

Michigan transportation funds, grants, permits, township contributions and interest sssaciated with the
current fiscal period are all considerad to be susceplible to accrual and have been recognized as
revanue of the curment fiscal perind. All other revenua items are considered to be available only when

cash is received by the governrment.

CASH, CASH EQUIIVALENTS AND INVESTMENTS:

Cash and cash equivalents are considered fo be cash on hand, demand deposits and shorl-term
investments with 2 maturity of three months or lass when acquired. Invesimants are recorded at fair
value. ShortHerm invesiments are reported at cost, which approximates fair value, Secourilies fraded
on national exchanges are valuad at the last reported sales price. lnvestments that do not have an
astablished market are reported at estimated fair value, The Tuscola County Road Commission had

ro investinents st Decamber 31, 2007.



TUSCOLA COUNTY ROAD COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 1 —SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, {Continued):

PROFPERTY TAXES:

The Read Commission portion of the County property tax is lavied each December 1, on the taxabla
value of property located in the County as of the preceding Decermnber 31, Assessed values are
established annually by the County and are equalized by the State at 50% of approximated current
market value. Real and pergonal properly in Tuscola Counly for the 2008 levy had a Siale equealized

valuation of $1,759 889 837 and a faxable value of §1,335,231 117,

In the goverament-wide financial statements, the property faxes receivabla is recorded as revenue

when the tax is levied in the current year.

Alihough the county's 2007 ad valorerm tax is levied and collectible on December 1, 2007, it is the
Road Commission’s policy ko recognize rovenues from the current tax levy in the subsequent year,
The proceeds of this levy are hudgeled and made availlable for the financing of the Road
Commission’s operations in the governmental fund financial staterments in the vear collected. The
Road Commission's property tax rates for the 2008 levy were 4731 mills for voted bridges and 9510

mills for voted Primary Road.

INVENTCRIES:

Inventories consisting of equipment parts and materials of $122,102 and road materials of $188,618
are valued at the lower of cost or market, determined on the average unit cost method. Inventory
items are charged ko road construction and maintenancs, equipment repairs and operations used.

PREPAIC EXPENSES:

Cerlain payments fo vandors reflact costs applicabla to future fiscal years and are recorded as

prepaid expense in both the government-wide and fund financial siatements.

CAPITAL ASSETS:

Capilal assets, which include property, plant, equipment, and infrastructure assets {(e.q., roads,
tridges and similar iterns), are reported in the opsrating fund in the govermment-wide financial
statements. Capital assets are defined by Tuscola Counly Road Comimiasion as assets with an initial
individual cost of more than $1,000 and an estimated vseful life in exeess of two years. Such assets

are recarded at eskimated fair marke! value ai the dale of donation,

GASE 24 requires major networks and major subsystemns of lnfrastruciucs assets acquired, donated,
constructad, of substantially rehabilitated since fiscal years ending after June 30, 1880 be inventorisd
and capitalized by the fourth anniversary of the mandated date of adoption of tha other provisions of
GASE 24, The Tuscola County Road Commission has capitalized the current vear's infrastruciure, as

required by GASB 34, and has reported the infrasiruciure in the Siatement of Net Assets.



TUSCOLA COUNTY ROAD COMMISSION
NOTES TC THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, {Continued):

DEPRECIATION:

Depreciation expense amounited to $3,724,220 and 33,644,905 for tha years ended December 31,
2007 and 2006. Depreciation is computed using the State Transportation Dapatiment Guidelines
{Sum-of-the-years-digits} for roat equipment and the straight-line method for all other assats. The
depreciation rates are designed {0 amaortiza the cost of the assels over thair estimated useful lives as

foltows:
Building 30 to 50 years
Foad Equipment 510 8 vears
Shap Equipment 10 years
Engineering Dapartment 4 {0 10 yoars
Odffes Equipment 4 to 10 years
Infrastructure — Roads B to 30 years
Infrastructure — Britdges 12 to 50 vears

COMPENSATED ABSENCES {SICK & VACATION BENEFITS):

Under the terms of the 2002 confract belwean the Tuscola Counly Division of the Michigan County
Road Commission Emploves Association, a sickness and accident insurance program funded
through a third-party insurance cairier has been established. The pragram will provide a weelkly
benafit equal to 70% of the employes’s regular weekly earnings for a makimum pericd of fifly-two
weeks. Ermployses, who, as of Augost 1, 1890, have acoumulated unused sick loave hours earned
pursuant to the amployer's sick leave plan that existed prior to this agreement, shall have sald hours
placed into a frozen sick leave bank.

If an emploves retires pursuant fo the retirement program or dies, the employee or his estata is
enfitled to payment of filty percent of his ascurmulated unused sick lsave bank at the rate of pay the
employes was earning on December 31, 1988, If an employesis discharged, terminated or quits, he
shall not be entitled te paymant of any portion of his accumulated sick leave hours,

Houwly employees may accumulate up to 160 howrs of pald vacation after which credits are
discontinued until the paid vacation accumutation is reduced.

Salariad smployess may cary over from year to year 2 maximum of five unused vacation days.

Accumulated unpaid sick ang vacation pay at Decamber 31, 2007, is recorded in the financial
statements of the Road Commission as follows:

= A current year expenditure of the Operating Fund if paid out of expendable avallabla
financial resources;

+  The curent and long-term liability is reporled on the government-wide financial
stalements.

ESTIMATES:

The preparation of financial statements, in conformity with gensrally accepted accounting principles,
requires management io make gstimates and assumptions that affect the reported amounts of assets
and liabllitles and disclosure of contingent assets and liahilities at the date of the financia! staterents
and tha reported amounts of revenues and expenses during the reporting period. Actual results could
differ fram those estimates,
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TUSCOLA COUNTY ROAD COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 2 —STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY:

BUDGETARY PROCERURES:

Budgetary procedures are established pursuant to Act 621, PA 1978, as amended, (MCL 141.421)
which reguires the County Board of Road Commissianers (o approve a budget for the County Road
Fund. The Read Cemmission follows these procedures in establishing the budgetary data reflected in
the financial statements:

1. On or prior o December 31 of each year, a proposed budget is submitted o the County Board of
Road Commissioners for the fiscal year cormenicing the following January 1. The operating budgst
inchudes proposed expandiures and the maans of financing fhem.

2. A public hearing is conducted to oblain taxpayer comments,

3. Prior fo January 1 the budget is legally enacted lhrough passage of a resolution,

4. Any revisions of the budget must be approved by the Counly Board of Road Commissioners.

5. Farmal budgetary integration is employed as a management contro! device during the year for the
Operating Fund.

B. The budge! is adopled on a basls consistent with generally accepled accounfing principles.
Budgeted amounts are as originally adepied, or as amsnded by the County Board of Road
Commissioners during the year. Individual amendments were not material in relation to the arigina!
approprigtions that were amended.

11



TUSCOLA COUNTY ROAD COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 3 — CASH DEPOSITS AND INVESTMENTS:

Deposits are carried at cost. Deposits of the Road Commission are at banks in the name of the Tuscola County
Traasurer. Michigan Compiled Laws, secilon 128.91, antherizes the County to deposit and invest in the accounts of
Federally Insured banks, credit unions, and savings and loan associations; bonds, securities, and other obligations of
the United Stales, or an agency or instrumentallty of the Umited States in which the principal and interast is fully
guaranteed by the United States, including securities issued or guaranteed by the Government Nationa) Morlgage
Assockation; United States government or Federal agency obligation repurchase agreements; bankers’ acceptance of
United States banks; mutual funds compesed of investment vehicles which are legal for direct investrment by local units
of government in Michigan; and cormmercial paper rated by two standard-rating agencies within fhe three highest
classifications, which matures not more than 270 days after fhe dale of purchase, and which involve o mare than 50

percent of any one fund.

Michigan law prohibits secunty in the form of collateral, surely bonds, or olher forms for tha dopesit of public money.
Altoriey General's Opinton Mo. 6168 states that public funds may ngt be deposited in financial institutions located in
slates other than Michigan. The Road Conwnission's deposits and investments are in accordance with stalutary

authoriy.

The risk disclosures for the Road Convmission's deposits and invesiments, as required by GASE Statement Mo. 3, are
as follows,

CARRYING AMOUNT FINANCIAL

INSTITUTION

DEPOSITS UNRESTRICTED RESTRICTED BALANCES
insured 525,774 $ 300,000 $ 325774
Uninsured - 1,330 508 1,330 506
Total Deposits $25,774 $1,630.606 $1,656,280

The Read Commission's insured deposits are insured by virtue of the Road Fund meating certain speciiied criteria
under FDIC regulations and obllgations of the United States. The Road Commission had no investments at December

31, 2007,

NOTE 4 - ACCOUNTS RECEIVABLE.:

Acoounts resaivable cansist of tha follewing:

December 31, 2007 Dacembar 31, 2006
wlotor vehicle highway funds $1,008,729 $ 967078
Cee on counly read agreements 731,504 310,950
Sundry accounts 39,707 6504
TOTAL $1.779,840 £1,784.532

The receivables consist primaiily of charges to other agencies for services and materials provided by the Road
Commission.

NOTE 5 - DEFERRED EXPENSE - FEDERAL AID - SECONDARY {F.A.5.}):

The deferred expense, F.AS, represents progress payments made by the Road Commission to the Skate Highway
Depariment on various road projects not complated at December 34, 2007, These amounts will be either refunded or
charged to expensa as the prajects are completed.
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TUSCOLA COUNTY ROAD COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED BECEMBER 31, 2007

NOTE 6 - CHANGES IN CAPITAL ASSETS:

A summary of changes in the recordad capilsl assets follows:

COST:

CAPITAL
ASSETS
ACCOUNTS

Land & nght of ways
Land improvements
Buildings

Bridgas

Roads

Signals & guardrails
Egquipment - roads
Equipment - shop
Equipment - heating
Equipment - radio
Equipment - cffice
Equipimant - engineer
Depletable assets
Weighmaster squipment

TOTAL

ACCUMULATED DEPRECIATION:

CAPITAL
ASSETS
ACCOUNTS

Buildings
Bridges

Roads

Signals & guardrails
Equipment - reads
Equipment - shop
Equipment - heating
Equipmeant - radio
Equipment - offfce
Equipment - engingers
Capletakle assets
Weighmaster eguipmeant

TOTAL

PLANT B EQUIPMENMT EQLITY

BALANCE
JANUARY 1,
2007 ADDITIONS  DEDUCTICNS
§ 204,218 - -
25,477,137 $2,689,859 -
2,308,183 1,850 $302,683
19,452,380 1,306,028 -
52,220,360 4,010,760
317,406 29,534 -
4,167,024 44,926 36,615
145,559 166 58,870
78,208 31,094 -
120,602 1,234 -
140,346 4,307 63,896
56,775 2672 28,700
282,717 - -
£,099 11,141 -
$105,967,503 $8,130,971 $490,584
BALANCE
JANUARY 1,
2007 ADDITIONS  DEDUCTIONS
§ 1,222,304 $ 5905 $216,309
8,937,051 466,253 -
24 870,641 2,857,330 -
47,296 22,159
3,289,295 352,215 -
134,626 2611 57,484
78,298 5073 -
110,242 3,186 -
126,018 3,498 58,786
48,910 2,920 27,644
43,426 427 .
6,099 2,643
$38,913.307 $3.724,200 $360,223
381,154,196
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BALANCE

CECEMBER 31,

2007

$ 284,218
28,166,996
2,003,660
20 788 417
56,231,120
347,240
A4,173,335
85,855
108,392
121,326
B0, 757
30,747
282 747
17.240

—_

$112,704,.110

BALANCE

DECEMRBER 31,

2007

$ 1,011,800
9,403,304
27727 9701
88 455
3.8415H
78,753
83,30
113428
70,730
23,286
43,853

8,742

$42.277,304
$ 70,426,806



TUSCOLA COUNTY ROAD COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 7 - ADVANCES - STATE OF MICHIGAN:
The balance of this account consists of the following:

December 31, 2007 December 31, 2006
Mon-interest bearing notes for the purchase of
equipmant to maintain State trunk lings, The loan
doss nat have to be repaid a5 long as a maintanance
contract exists, £247 508 $132,588
MNen-interest bearing working capital advances for
State trunkline maintenance. Thare are rnio repayient
provisions. - 8G,199
TOTAL 247,508 $218,787

NOTE 8 - CHANGES IN GENERAL LONG-TERM DERT:
The general long-term debt of the Road Commission may be summarized as follows:

BALANCE INCREASE BALANGE
12-31-06 {DECREASE} 12-31-07
Instaliment purchese agreament $50,000 ${50.000% $ 0
Caompensaled absences 14,736 £481) 14,255
Tota $64.735 $(90,481)} $14,255

NOTE ¢ - DEFERRED COMPENSATION PLAN:

The Road Commissian offers all its employees a deferied compensation plan created in accordance with tnternal
Revenue Code Sec. 457. The plan, available to salaried employees, permils them to defer a portion of their current
salary until ihe employes's termination, refirement, death, or unferesseable emargency.

Plan assets shall be held in a trust, annuity contract or custadial accounts for the exclusive benafit of pasticipants and
their beneficiaries. In accordance with the provisions of GASB Statement No. 32, plan balances and activities are nat
raflected in the Tuscola County Road Commission's finanecial staternants,

NOTE 10 - DEPLETION EXPENSES:
Depletion expense amaunted to $427 and $1,493 for the vears ended December 31, 2007 and 2006, Depletion was
computed at a rate of four cents per cubic yard of gravel removed from various county grave! pits.

NOTE 11 - FUND BALANCE - DESIGNATED:

Fund balence is designated in the amount of $1,630,506 and $1,092,546 for the years endsd Decerber 31, 2007 and
2008. This represents tha amount of bridge/road levy assets on hand at ysar-end. These asests must be used for e
purpose of imprevesnants {o primary county roads and local road bridges.
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TUSCOLA COUNTY ROAD COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 12 - OPERATING LEASES:
Commitments undser various operaling lease agreaments for read equipment provids for mintmum annual renka)
paymants as follows:

2008 $180.905
2009 93,550
2010 25,260
20119 25,260
2012 25,260
2013 162375
TOTAL $366,610

There were no conlingent rentals or sublease rentals associated with leases in effect at December 31, 2007,

NOTE 13 - PENSION PLANS:

Multiple-empoyear plan

The Road Commission's defined benefit pension plan provides retirement and disability bensfits and death benefits to
plan members and beneficiaries. The Road Commission partivipates in the Municipal Employees Retirement Systern
of Michigan (MERS), an agent multiple-amplover plan administerad by the MERS Retirement Board. Act Mo 427 of
the Public Acts of 1884, as amended, establishes and amends the benafit provisions of the parlicipants in MERS. The
Municipal Employees Retirement System of Michigan issues a publicly available financial repart that incfudes financial
statements and required supplementary information for MERS. That repert may be obiained by witting to the Runicipal
Emiployees Retirement System of Michigan, 447 M. Cana! Road, Lansing, Michigan 48917, or by calling (800} 767-
B377.

The Road Commission is required to contribute at an acluarially determined rate. The current rateis 12 .55% of annual
covered payroll. Employees are currently not required fo contribute ko the Plan. The contribution reguirements of the
Road Commission are established by Act Na. 427 of the Public Acts of 1984, as amended, and may be amentded by
tha Road Commission,

For the year ended December 31, 2007, the Read Commission's annual pension cost of $93,840 for MERS was stual
to the Road Commmssion's required and actual contributions. The required contribution was determined as part of the
Decembar 31, 2606 actuarial valuation using the entry age actuarial cost method, The actuarial assuraptions included
{a}arate of return on the invesiment of present and future assets of 8.0%, {b) projected salary Incroases of 4.5% per
year, depending on age, attributabla to sentorityfmerit. The aciuarial valua of MERS asseis was determined on the
antry age noninal cost method basis of a valuation method that assuines the fund earns the expsacted rate of return,
and incluges an adjustment to refiect falr value. The Road Commission's unfunded acluarial acorued ligbility is being
amerlized as & level percentage of projected payroll an an open basls. The remaining amortization period a Decernber
31, 2008, the date of the |atest actuanal valuation, was 30 years,
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TUSCCLA COUNTY ROAD COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 13 - BENSION PLANS, {Continued}:

Single-amployer plan

The Read Commission maintains single-emplover defined benefit pension plan that s administered by the
Massachusetlts Mutual Life Insurance Company {Massachusetts Mutual Plan). The plan provides retirernent, disability
and degath benefits to plan members and beneficiaries. Cost-ofHiving adjusiments and ofher plan changes are
provided to mambers and bensflciaries at the discretion of the Beoard of County Road Commissioners. The
Massachussils Mutual Plan issues a publicly available financia! report that includes financial statements and required
supplementary information and that report may be cblained by writing fo the Tuscola County Road Commission, 17332
Meriz Road, Caro, Ml 48723,

The Road Commissian is required to confiibuie af an aciuarially determined rate. The current rate is $.03 per hour for
emplovees and §£.81 per howr for the employer. The conlribution requirements of the Road Commission and plan
members are established and may be amended by the Board of County Road Commissloners.

For the year ended Oecember 34, 2007, the Road Commssion's annval pension cost of $13,772 for the
Massachusetts Mubual Flan was nol sgual 1o the Road Comimission's recommended contribufion of $50,962. The
required contribution was determined as pari of the April 1, 2006, actuarial valuation using the eniry age actuarial cost
mathod. The actuarial assunmpiions included {a) a rate of return on the investment of presant and future assets of 5%.
The acivarial value of Massachusetis Mulual Blan assets was defermined on fhe basis of a valuation method that
assuraas the fund earns the expected rate of return, and inclodes an adjustrment to refiect fzir value, The unfundad
actuarial averuad Rability at April 1, 2007 is $451 044, Tha Road Cornmission contribuied $50,000 in Juke of 2007 to
reduce this defigit,

Three-Year Trend Infarmation

ANMNUAL .
PENSICN FPERCENTAGE MET
YEAR GCOST OF APLC PENSION
ENDED {AFC) CONTRIBUTED DBLIGATION
Al MERS Flan
Becarnber 31, 2005 $108,108 100% NONE
December 31, 2008 97 226 100% MOMNE
December 31, 2007 a3.840 100% MOMNE
B) Mass. Mulual Fian
March 31, 2005 45621 32% $30.870
htarch 31, 2008 43,253 33% 28,630
March 31, 2007 50,952 27% 37.190
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TUSCOLA COUNTY RCAD COMMISSION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2007

NOTE 13 - PENSION PLANS, {Continued):

Schedule of Funding Pregress

Actuarial Actuarial Actuarial Accrued Unfunded UAAL as a
Valuation Value of Liability {AAL) AAL Funded Covarad %% of Covered
Date Assels Entry Ageo {UAALY Ratio Payroll Fayrell
£} MERS Fian
12731103 $1,001 863 $2.758 6092 {3856.,829} 68.9% F 7E7.401 111.6%
12/31/04 2,105,045 3,088,089 {063,014} 8,695 788 509 122.1%
1231105 2,195,640 3,187,163 (991,523) £8.9% 878,624 146.1%
12f31/086 20355 306 3370443 1,035,047} £9.2% 747723 138.4%
BY  Mass. Muotual Plan
411104 $ 141,138 $ 433863 (303,970 32.5% 2 310, 6579 13.2%
Af 1105 157,793 464 521 (333,33 34.0% 2487 412 13.4%
AM106 25412 5032 454 (417,042) 17 0% 2,328 064 17.9%,
4187 53,974 805,023 {451,044} 10.7% 2315427 19.5%

NOTE 14 — RISK MANAGEMENT:

The Read Commission is exposed to various risks of loss related to lorts; theft of, damage o, and destruction of
assels; errors and omissions; injuries to employess’ and natural disasters. The Road Comimission has joined togethar
with other Read Comrnissions to form the Michigan Counly Road Cormission Seli-nsurance Pool, a public entity risk
poeol currently operaling as a common risk management and insurance program for liability insurance. The
government pays an annual premium to e posl for its general insurance coverage, The agreement for formation of
the Michigan Counly Road Commission Self-Insurance Pool provides that the pool will ba self-sustaining through
mamber premiums and will reinsure thraugh commercial companies for large claims.

The government continues o carry commercial insurance for all other risks of loss. Satlled claims resulting fram these
risks have not exceedad commercial insurance coverage in any of the past three fiscal years,

The Michigan County Road Commission Sell-Insurance Pool publishes [is own financial raport annually, which can be
chkained from Michigan County Read Commission Seli-Insurance Pool, P. O, Box 14203, Lansing, Ml 48901,

NOTE 15 - OTHER POST EMPLOYMENT BENEFITS

In addition to the pension benesfits deserlbed in Note 14, lhe Road Comrmission provides post employment health care
bengfits for life (o 2ll employees who retirs from the Read Comrnission with 85 points {yaars of service plus employee
age). After August 15, 2002 employees who retire with the same 86 point system will recaived haatlth insurange for only
3 years. The expense the Road Commission incurced, which is funded currently, was approximately $477 854 for the
yaar ending December 31, 2007 and $369,449 for the year ending Dacember 31, 2805,

The Government Accounting Standards Beard has recently released Statement Number 45, Financial Reporting Post
Employment Beneht Plans Gthar Than Pension Plans. The new proncuncement provides guidance for local units of
govermnent In recagnizing the cost of retiree health care, as well as any "other” post employment benefits {other than
pensions). The new rulas will cause government-wide financial statements to recognize the cost of providing heallh
care eoverage over the warking [Fe of the employee, rather than at the tims tha health care premiums are paid. The
new pranouncement is effective for the year ended December 31, 2008.
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TUSCOLA COUNTY ROAD COMMISSION
STATEMENT OF REVENUES AND OTHER FINANCING
SCURCES - BUBGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED DECEMBER 31, 2007

REVENUES
Federal funds:
Seconcary

State Funds:
State trunkling revenuse
Moter wehicle highway funds
State aid

County raised funds:
Township contributions
Property taxes

Interest earned

Salvage sales

Olher

{Gain {foss) Equipment Disposal

TOTAL REVENUES

GENERAL FUND

VARIANGE

ORIGINAL FINAL FAVORABLE
BUDGET BUDGET ACTUAL (UNFAVORABLE}
$ 4005000 $ 2,794,500 $ 24818 § (303,315}
1,200,000 1,500,000 1,484,914 (15,086)
5,600,000 5,500,000 5,582,518 82,518
361,000 525,000 642,950 147,950
2 588,000 2 .060,400 1,809,910 (150,490
1,380,000 1,430,000 1,460,653 30,653
30,000 40,600 81,332 41,332
10,000 10,000 8,854 (1.148)
41,709 41,709
25,300 25,300 3,795 (21,505)
$15,199,300 _$13,885200 _$13,707.820 § {177 ,380)

The accompanyng nolos are an integral parl of he financial skatemenis.
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TUSCOLA COUNTY RCAD COMMISSION
STATEMENT OF EXPENDITURES AND OTHER FINANCING
USES - BUDGETARY COMPARISON SCHEDULE
FOR THE YEAR ENDED DECEMBER 31, 2007

GENERAL FUND
VARIANCE
CRHGINAL FINAL FAVORABLE
BUDGET BUDGET ACTLUAL {UNFAYORABLE}
EXPENDITURES:
Primary heavy maintenance % 2565000 § 2,624,000 % 2408247 5 215,753
Primary routing maintenance 1,200,000 1,063,000 1,060 862 3,138
Local haavy maintenance 4,800,000 4 200,000 4 322,306 {122 3086)
Local routine mamtenance 2,400,060 23149 000 2,505,087 {186.087)
Primary structures heavy maintenance 1,420,000 211,000 209,844 1,156
Primary structures routine maintenance 10000 40,000 11,6815 {1.615}
Local structures heavy maintenance 1,168,000 1,038,000 1,096 184 {57.184)
Local structures routine maintenance 30,600 30,0060 34,738 {4,738}
State frunkline maintenance
and non-maintenance 1,200,000 1,500.600 1,484 914 15,086
Equipment expense - net - - {123,892} 123,882
Adminisfrative expanse £30,000 00,000 382,128 217,874
Capital culiay - net (203,850) (253,850) {338,376) 84,526
TOTAL EXPEMDITURES $15,218.150 13,342,150 $13,052 654 3 F89 486

The accompanying noles ane an integral part of the financisl slalemants.
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ADDITIONAL INFORMATION




TUSCOLA COUNTY ROAD CONMISSION
ANALYSIS OF CHANGES IN FUND BALANCE
FOR THE YEAR ENDED DECEMBER 31, 2007

Total Revenues
Total Expanditures

Excess of Revenues Jwver
{Under) Expendilures

Other Financing Sourcas {Usas)
Oparating Transfers In
Cperating Transiers Out
Total Cther Financing Sources (Uses)
Excess of Revenues and Other
Sources Quer (Under} Expendiiures
& Ciher Uses
Fund Balance - January 1, 2007

Fund Balance - December 31, 2007

Ses the accorpanying noles.
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PRIMARY LOCAL COUNTY
ROAD ROAD ROAD
FUND FUND COMMISSION TOTALS
$ 5254834 § 6947480  $ 1505706  § 13,707,820
3,450,216 8,142,141 1,460,207 13.052,654
1,804,418 {1,194,662) 45,410 655,166
1,194,862 1,194,662
{895,349) (299 312) (1,194,661}
(895,349) 1,194,662 (299,312} 1
909,069 - {253,802) 658,167
1,289,566 392,420 1,681,995
$ 2,198,635  § § 138527  § 2,337.162



TUSCOLA COUNTY ROAD COMMISSION
ANALYSIS OF REVENUES AND OTHER FINANCING SCURCES
FOR THE YEAR ENDED DECEMBER 31, 20067

PRIMARY LOCAL COUNTY
RCAL ROAD ROAD
FUND FUND COMMISSION TOTALS
Property taxes § ©¥5%954 ¥ 484 699 $ 1460653
State At
Wfchigan Trans. Fund:
Enginssring 5,387 4,613 10,000
Urban Road 17,425 11,885 29,420
Allacation 2,984 500 2,088,598 5,543,098
Faderal Aid:
Surtace Tran. Program 1,122 635 1,122,835
& Funds - Federal 20,188 1,512,182 1,602,362
Bridge 409,138 409,138
Other Guardrail -
Charges for services:
State trenkline maintenance T 1484914 1,484,814
Contributions.
Township 1,902,910 1,809.910
Chhar Revenue:
Miscellanecus 38400 5,192 117 41,708
Saivage sales 8,854 B 884
Gain {loss) Equip. Disp. 3,795 it 786
Intersst earned 18,358 51,153 11,321 81,332
Total Revenue $ 5.254534 3 6 247 480 $ 1,505,706 $ 13707820

See the accompanying notes.
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Primary road:
Heavy maintenance
Maintenance

Lozl road:
Heawvy mainkenance
tlaintenance

Frimary road shruciures:
Heavy maintenance
Maintenance

Local read shuciures;
Heavy maintenance
Maintenance

Stata trunkling maintenance
Eguipment expense - net

Adminizfrative expense - net

Capital outiay - net

TOTAL EXPENDITURES

See the acoompanying noles.

TUSCOLA COUNTY ROAD COMMISSION
ANALYSIS OF EXPENDITURES
FOR THE YEAR ENDED DECEMBER. 31, 2007

PRIMARY LOCAL COUNTY
ROAD ROAD ROAD
FUND FUND COMMISSION TOTALS
$ 2408247 $ 2,408,247
1,069 862 1,059,862
$ 4,322,308 4,322,308
2,505,087 2,505,087
209,844 209,844
11,615 11,615
1,096,184 1,086,184
34,738 34,738
$ 1,484,914 1,484,914
{22,018} {77,256} (24.617) (123,892}
121,041 261,085 382,126
{338,376) (338,376)
$ 3450216 $ 8442941 $ 1,460,297 $ 13,052,654
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TUSCOLA COUNTY ROAD COMMISSION
SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE
FOR THE YEAR ENDED DECEMBER 31, 2007

FEDERAL GRANTOR/ FEDERAL FEDERAL PROGRAM
PASS-THROUGH GRANTORS GCFDA ITEM ANARD REVENUE PROGRAN
PROGRAM TITLE NUMEBER CODE AMCUNT  RECOGHNIZED EXPENDITURES

L5 DEPARTMENT OF TRANSPORTATION
Pazz Thraugh Michigan Departrmant of Transporalion:

Highway Research, Planning and Constroction 20.205

Federal Aid Secondarny:
YanBuren Read Bridge BE3BEA £ 402 533 I 402533 E 462,532
Saginaw Road E71994 604 874 22,354 22,354
Saginaw Road E28854 820,044 #02.5633 402,533
Saginaw Road Bike Path 850974 526,501 474 419 474,418
Hurds Comer Road 784354, #84,839 284 539 284,830
Codga Road TI7Te4A B42,771 642 171 BdZ 1T
Dodge Road 7H4344 221,861 221 .661 221,861
Othor 35,285 35,283

TOTAL BEFARTMENT GF TRANSFORTATION 2485993 3 2485993
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TUSCOLA COUNTY ROAD COMMISSION
NOTES TO SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE
FOR THE YEAR ENDED DECEMBER 31, 2007

The Road Cormmission's financial statements report $2 485,993 of faderal aid, of which all is administered
by the Michigan Department of Transportation; the Read Commission bas no contral over these
expenditures, nar dees it have any administrative or other responsibilities for compliance with grant
requirements. Therefore, it does not consider these to represent federal assistance o the Road
Commilssion. Therefore, no single audit was undertakan by the Road Commissicn

Federal ald revenues recegnized are based on Faderal, Siate and Laca! patlicipation in project confract
payments as follows:

PERGENTAGES

FEDERAL STATE LOGCAL

FROGRAM TITLE SHARE SHARE SHARE
Secondary Road (A) 66.00 14.060 20.00
Primary Road (B) 80.00 20.00
Secondary Road () 82.00 18.00 20.00
Critical Bridge {D) 80.068 15.00 500
Bika Path (E} 8000 20.00

Program expenditures represent tha total actual 2007 Federal Financial Assistance Program expenditures
eligitle for Federal participation.

The Road Commission's financizl staternents report $2.491,185 of federal afd, of which all is administered
by the Michigan Depariment of Transporiation; the Read Commission 28 ne cantrol over lhese
expehditures nor daes it have any adminisirative or other responsibilities for compliance with grant
requirements, Therefore, it does not consider these to represent federal assisiance o the Road
Comnmission,
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REPORT CN INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANGE
WITH GOVERNMENT AUDITING STANDARDS

Agrit 20, 2008

Board of Commissioners
Tuscola County Road Commission
Caro, Michigan 48723

We have audited the financial siatemenis of the govermrnental activittes of Tuscole County Road
Commission as of and for the year ended December 31, 2007, and have Issuad our report thereon dated
April 20, 2008. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the siandards applicabls to financlal audis contained in Government
Auditing Standards, issued by the Compirollar Ganeral of the United States.

Intarnal Contral Over Financial Reporting

Ih plenning ang pardforming clr audtt we cansidered Tuscola County Road Commmstnn s internal contrel
over financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion an the financial staterments, but not for the purpose of exprassing an opinion on the effectiveness
of Tuscota Cuunf:.r Road Commission’s Internal control over financial repoiting. Accordingiy, we do not

- |xpress an gpinion on the effactiveness of the Tuscola Ccunt:.r Road Commission's internal control aver

financial repr::r!mg

A condrol dahcaency exists when the design or operation of a conirc! 'does not ai]ﬂw management or
employees, i the normal course of performing their assigned functions, to prevent or -defect
risstatemants on & mely basis. A significant deficiency is'a contro! deficiency, or combination of control
deficiancies, that adversely affects Tuscola County Road Commission's ability lo infllate, authorize, record,
process, or report financial datareliably in accordance with generally accepted accounting principles, such
that there is-more than a remote likefihkood that a misstatement of Tuscola County Road Commission’s
financial statements that is more than inconsequential will not be prevented or detectad by Tusecota Counlky
Road CGMMESS!DH s infernal control.

A material weakness is a significant deficiency, or mmbmaimn of significant daficiencias, that resuits in
more than a remote fikelihood fhat a matarial misstatement of the finangial statements will not be
prevented or defected by Tuscola County Road Commissson s iirlernal control.

Our consideration of intstnal control over financial reporing was for the limited purpase described in the
first paragraph of this section and would not necessarily identify all deficiencles in intemiat contro! that might
be significant deficiencies of material weaknesses. We did not identify any deficiencias in internal control
ovar financial reparting that we constder to be material weaknesses, as defined above, -
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To the Members
April 20, 2008
Page two

Compliance and QOther Matfars
As part of obiaining reasonable assurance aboul whether Tuscola County Road Commission's financial statements are frae of

matenal misstaternent, we performed tests of its compliznce with certain provisions of laws, regulations, condracts, and grants,
nonconmpliance with which could have a direct and material sffect on the delermination of financlal statement amounts.
However, providing an opinton on compliznce with those provisions was not an objective of ouwr audit, and accordingly, we do
nict express such an epinion. The resuits of our tests disclosed no instances of noncompliance that are required to be reported
under Sovernmant Avditing Slandards.

We noted certain matters that we reported to the management of the Read Commission In a separate letter dated April 20,
2008,

This repart Is intended for the information of managernent and the Board of County Road Commissioners. Howaver, this report
is @ matter of public record and its distribution is not limitsd.

Qucdasrn Ty, Rucwdandk £ Raam, 22,

Anderson, Tuckey, Bernhardt, & Doran, P.C.
Certified Public Accountanis
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April 20, 2008

Beard of Commissioners
Tuscola County Road Commission

in planning and performing our audit of the financial statements of Tuscola County Road Commissian
as of and for the year endod Dacember 31, 2007, in accordance with. auditing standards generally
accepted in the United States of America, we considered the Road Commission's internal confrol over
financial repaniing {internal contrdl) as a basis for designing our auditthg procedures for the purpose of
expressing our opinion on the financial statemants, but not for the purpose of expressing an opinion on
the effectiveness of the Road Commission's internal control. Accordingly, we do Rot exprass an opinion
on the effectivenass of the Road Commisslon's infernal control. '

Our consideration of internal control was for the limited purpose described in the precading paragraph
ahd would not hecessarily identify all deficiencies in internal condro! that might be significant deficiencies

oF material weaknesses.

A control deficiency exists when the design or operation of a control does not aliow management or-
employees, in the normal course of performing their assigned funclions, to prevent or detect
misstalemenis on a timsely basis. A significant deficlency is a contro! deficiency, or combination of
contro deficiencles, that adversely affects the entity’s ability to initiate, authorize, record, process, or

teport financial data reliably In accordance with generally accepted accounting principles such that

there is more than a remote fikellioad that a misstatement of the enfity’s financial statements that is _
more than inconsegquential will not be prevented or detected by the Tuscola Countly Read Commission's
internal conirgl. '

A material weakness is a significantdeficiency, or combination of signiﬁca nt deficiencies, that resulis in
more than a remote lkelihood that a material misstaternent of the flnancial statemsents will not bs
prevented or datected by the Tuscola County Road Commission'’s internal control, '

Qur consideration of Internal control overfinancial raporting and Internal control over cormpliance was
for the limited purposa described above and would not necessarily ideniify all deficiencies in internal-
control that might be significant deficiencies or maferial weaknesses.

Th_é following comments relate o certain of the Tuscela County Road Commission's accounting,

financial and administralive policies and procedures that we obssrved during the course of our audit.

These matlers are not considered control deficiencies of materfal weaknesses as defined by
professional standards. :



Board of Commissionars
April 20, 2008
Page two

Prior Year Repeat Commants

Undar Funded Pension Plan

Tha Watkins, Ross & Co Actuadial Valuation Report dated March 31, 2008 indicates the Road Commission’s
Penston Plan is dramatically underfunded. The underfunded actuarial liability at that time was in excess of
$450 000, The Road Commission contributed 350,080 to the plan in June of 2007, however the achual
confribukinon for 2007 was approximately $37 000 tess fhan what the acluary recommended, In arder to mest
the 30-year amorlizalion minimum eontribution goal, confribufions should be increased significantly.

We recommend the Road Commission review thew pension ptans and iake the naecessary actions to improve
the funded status.

GASB 45

The Government Accounting Standards Board issued Siatement Number 45, Financiaf Reporiing for Past
Employment Benefit Flans Other Than Pension Plans. The new pronouncerment provides guidanoe for lacal
units of govarnment in recognizing the cost of relires health care, as well as any "olther” post employment
kenegfits (other than pensions). The new rules will cause e government-wide financial statements to
recognize the cost of providing health care coverage over the working life of the emplayes, ratiier than at tha
time the haalth care premiums are pald. The new pronouncement is effective for lhe vear endad Gacember
31, 2008.

We recommend that the hoard contact an actuary or find an alternative method to determine the amount of
the liability that will have to he recorded o comply wilh this new reguiremnent,

Current Year Comments

Cash in lieu of fringes
At the present time, cerlain refired einployses are paid a cash stipend if they elect not ko be covered
under the Road Commission's health insurance plan. The Internal Revanue Service classifies this as
taxable income, and as a result these payments should be reported on a form W.2,

Equipment leases

Michigan law and sound fiscal pohoy require that bids be obfained on certain purchases. The Road
Commission currently does not obtain bids on equiprnent leases. Wa recommend that I the fulure the
Raad Commission obtain bids on all leases over a certain specified amaount.

Cammuting mileage

Certain supervisory emplovees are on call iwanty-four hours a day and as a resuit are required to drive
Road Commission vehicles to lheir homes. These employees are prohibitad fram using these vehicles
atter hours for parsonal use. Under these circumstances IRS regulations require that §3 per day for
each day worked be added to the emplovees W-2. We recomimend the Road Commission implement
this changa during the 2008 calendar year.

Excess Budget Expenditures

We noted that actual expenditures exceeded that of bhe adopted budgel. If expendilures exceed
budgeted amounts, the budget must be amended. Section V-2 of Public Act 821 requires that the
budget be amended prior to expenditures being made. The budget may not ba amended aftar year-
end. We recommand the Road Commilssion review the budget reguirements undar PLA. 821 to aveoid
this problem in the fulure,

This communication is intended solaly for the Informalion and use of managemeant and others within the erganization
and is not intended to be and should kot be used by anyone other than these specified parties.



Board of Commissionars
April 20, 2008
Page threa

We appreciate the opporlunity to be of serviee to Tuscola County Road Cemmissten ang look forward each year ko
continuing our relationship. The cooperation sxtiended lo us by your staff througheot the audit was greally appreciated.
Should you wish ko discuss any item included in this letter furher, we would be happy to do so.

Very fruly yours,

Quudeines ey, Buskandd #duneus, 22,

Anderson, Tuckey, Barnhardt & Doran, P.C.
Ceriiflad Public Accountanis
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April 20, 2008

Board of Commissioners
Tuscela County Road Commission
Caro, Ml 4A723

We have audited the financial stafemants of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of Tuscola County Road Commission for the year ended Decembaer 31, 2007, and have
issued our report thereon dafed April 20, 2008, Professional standards require that we provide you wilh
the fo[tc}wing information related to our audit.

Cur Responsibility under L) _G raily A tad Auditing Standards

As staled In our engageament I!attér dated Jdanvary 19, 2008, owr respuﬁsibiliiy, &s described by
orofessional stendards, is to express opinions about whather the financial stzfements prepared by

- management wilh your oversight are fairly presented, in all materiat respects, ih conformity with U5
" generally accepted accounting principles. Our audit of the financlal statements does not relieve you of

management of vour responsipllities.

Planned Scope and Timing of the Audit

We performed the audit écmrﬁ[ng.tﬂ the planned scope and fiming previously communicated o you in
aur meeting about planning matters in February, 2008,

Egn ificant Audlf Findings

Guam‘affv& Aspecis of Accounting Praclices

Management is respensibie for the selection and use of appropriate’ ancaunting policies. In accordance
with the terms of our engagement letter, we will advise management about the appropriateness of

- agcounting policies and thelr application. The significant eccounting policies used by the Tuscola

Counly. Road Cormmission are described in Note 1 to the financlal statements. We noted no
transactions entered inte by the govermmental unit during the year for which there is a lack of
authoritative guidancse or consansus. There ate no significant transacHions that have been recpgnizéd
i the financial statements in & different period than when the trafisaction oegurred.

Actchunting éstiiﬂétés are an intégral part of the financial statements prepared by rmanagernent and are

~ based on managemant’s knowledge and experignce abouwt past and current events and assumptions

about future svents. Certain accounting estimates are particularly sensitive because of their significance
to the financie! statemnents and because of the possibility that fulure events affecting them may differ
significantly from those expected. The most sensilive Est[mate{s} -affecting the financial statemenis
ware:

Managément's estimate of property tax revenue is based on !e'-.rtss. We evatuated the
key factors and assumptions used to develop property tax revenue in determining that it
is reasanabla in relafion to the financial statements taken as & whole. :

Management s esttmate of deferred expénse is based on road project al]ﬂcatmns We
evaluated the key factors and assumptions used o develop defemred expense in
detsrmining that it is reasonable in relation to the financial statemenis taken as a whole.



Membars of the Board
wiarch 3, 2008
Page two

The disclosures in the financial statements are nautral, consistent, and clasr, Certain financial statement
disclosures are parlicularly sansitive because of thalr significance to financial stafernent users. The most
sensitive disclosure affecting e financizal siafemants was:

The disclosure of pension plans In Note 13 to the fhancial siatements indicates an
underfundad pension obligation.

Difficulties Encounterad in Parforming the Audi

We ancountered no significant difficullies in dealing with management in perdorming and completing our
ik

Corrected and Uncorrecied Misstatements

Frofessional standards require us to accurnulate all known and likely misstatements identified during the
sudii, other than those that arg trivial, and communicate them to the appropriate level of management.
Management has corrected all such misstatements. In addition, none of the misstatements detected as a
result of audit procedures and corfected by management were material, either individually or in the
aggregate, to the financial stataments taken as a whole,

Disagraementz with Managemert

For purposes of this letter, professional standards define a disagreement with management as a financial
accounting, reporting, or auditing matter, whelher or not resolvad to our satisfaction, that could be
significant fo the financial statements or the suditor's report. We are pleasad to report that ne such
disagreements arose during the course of our audit.

tanagoment Represenlations

We have requested certain representations from management that are included in the management
representation lefler dated April 20, 2008,

Management Consuftations with Other independent Accountants

In sgmig cases, management may decide to consult with ofher accountants ahout suditing and accounting
matters, similar to cbtaining a “second opinion” on eertain situafions. I a consuitation Involves application
af an agcounting prineiple to the goveramental unit's financka) statements oF 3 determination of the type of
auditor's opinion that may be expressed on those statements, our professional standards reguire the
conzulling accoeuntant o chack with us to detarming hat five consuttant has all the relevant facts, To our
knowledge, there were no such consuliations with other accountants.,

Other Audil Findings or Issues

We generally discuss a variety of matiters, including the application of accounting principles and audiing
standards, with management each year prict ¢ refention as the governmental unit's auditors. However,
these discussions ocourred In the normal course of cur professional relationship and our responses were
not a conditicn to our retention.

This information is infended solely for the use of fhe Board of Commissioners and management of tha
Tuscola County Read Commission and is not intended {0 be and should not be usad by anyone other
than these speciflad parties,

Very (ruly yours,

Ouudeunen,Takiy, Ruwdandd: #duian, B2

Andersan, Tuckey, Bernbardt, & Coran, P.C.
Certified Fublic Accountants



